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INTRODUCTION:
There are relatively new macro theories of the American
Black communities which suggest that';the American Black comm-
unity is an underdeveloped area, and therefore should be treat-
ed as a seperate entity. Proponents of this theory include
such men as Kenneth Clark, William Tabb, Robert Blauner,
Willard Johnson, Stokely Carmichael and Dunbar McLaurin. An
extreme is David Rockefeller, Chairman of Chase Manhattan
Bank who states:
"...We must begin to develop the economies
of our cities just as we try to develop our
poor nations abroad...". 1
Explicitly accepting this premise and these new the-
ories which state that there are strong parallels between
the Black community and underdeveloped areas, this thesis
deals with the question of whether an unbalanced strategy
of land and business development (with greater emphasis on
community and land ownership and control) is a viable strat-
egy for Black community development. More specifically, it
examines their applicability to the development of the comm
unity of Roxbury, MA. In coming to grips with this question,
the- study presents a critical analysis of the present and plann-
ed economic development strategies of The Circle Venture Cap-
ital Fund, Inc. (CVCF). CVCF is the investment arm of a comm-
unity owned and controlled economic development corporation based
in Roxbury.
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Part one of the thesis examines the basic underlying
assumption that there exists a need for Black community
economic development. To do so, the "economy" within the
Black community is defined. Secondly, some major components
within the American Black economy (such as land and business)
are reviewed. As well as that economy's current condition
is highlighted; and the need for the implementation of an
unbalanced growth strategy emphasizing land development is
introduced. Thirdly, Part I, analyzes the premise that any
relevant str.ategy of Black economic development must be im-
plemented by a broadly represented organization which is
indigenously owned and controlled and can act as -a catalystic
force. Based upon the above analysis, a strategy is outlined
for Black community economic development.
In the final section of Part I , a specific residential
and commercial area within the Roxbury community is discussed.
Documentation of the need for development of the area is pre-
sented and examination of the existing catalyst for development
is made.
The second part of this thesis presents a case study on
the CVCF. This section focuses on CVCF as a catalyst of
change. Here its history and background, as well as its
structures, goals and founding sources are reviewed.
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Secondly, part two concentrates on CVCF and addresses
the issues of whether it is an effective catalyst in pro-
moting community ownership and control of Roxbury's economic
resources. Moreover, it examines some of the structural and
functional problems confronted it in its attempts to be effect-
ive.
Thirdly, this section looks at the various strategies of
land and busirness development that CVCF has implemented and
its overall contribution to the economic development of
Roxbury.
in the conclusion of part two a critical analysis of
the goals and strategies of CVCF is presented, particularly
as it relates to standing achievements.
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PART 1
A STRATEGY FOR
BLACK COMMUNITY ECONOMIC DEVELOPMENT
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CHAPTER I: THE NEED FOR BLACK COMMUNITY ECONOMIC DEVELOPMENT
The "American Black Community" is defined as an area
settled by a majority of Blacks. When these communities
are mostly composed of the poor, it is commonly referred
to as ,a "ghetto" or a "slum".
Upon close examination of the economy of this entity,
it features a remarkable resemblance to an underdeveloped
area. This of course, speaks directly to the need for devel-
opment. An analysis of the existing patterns of ownership of
the factors of production and distribution of The Black
Community speaks directly to the need of promoting economic
development. The author defines this as the community owner-
ship and control of the factors of production and distribution.
Although the activity of "development" is not necessarily
limited to economics, it is the authors' view that the economic
.sector is a significant starting point. Economic development
can act as a stimulus to social and political development.
For example, the creation of jobs, community owned businesses
visually displayed are some factors which act as instruments
of change which will reduce the psychological and social
pathology, and increase a sense of community esteem in the
minds of the Black community residents. For this reason,
the focus of this thesis will be on economic development. The
author is aware of and understands the role of political devel-
opment, and its important interface with economic development.
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The Lack of Ownership of the Factors of Production and
Distribution As An Obstacle To Growth.
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2) The Ghetto Enclave Sector: The households
outside the Black Community (primarily white) furnish white
controlled capital and labour to white owned business firms
operating in the Black community. (with limited flow of Black
labour to these firms). The flow into the enclave sector con-
sists of both capital and labour. The return flow to the Black
Community is wages to residents only, while the return flow to
households outside the Black community is rents, wages, interest,
etc.
3) The Ghetto Labour Market Sector: There is an
additional sector which represents the flow of Black labour
from the Black community to the greater economy. This sector
represents the principal markets for Black labour as well as
principal consumer market from which Black community house-
holds purchase goods and services'.
The
land and
The resul
Davis:
lack of
capi tal
t of th
ownership of factors of production such as
become fairly obvious from this structure.
is lack of control is summed up by Frank
"...Money resources generated by factor
payments of white owned ghetto firms
or by ghetto household purchases in the
form of business receipts of the white
owned firms (within or outside the ghetto)
continously flow in the direction of the
"ghetto enclave sector" and the rest of the
economy..." 4
This presents a serious obstacle to the growth of the Black
Community as the "ghetto domestic sector" then remains an app-
endage of a more predominant "enclave sector". This structure
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generates an outflow of money while the "enclase sector"
receives the bulk of produced income within the area of
the Black community. The existence of this situation speaks
to the need of Black community economic development at the
level of promoting community ownership of the factors of
production and distribution in order to decrease financial
leakage. It is clear that it is the owners and users of the
Black community's economic resources who are accruing the
greatest benefits. Ownership of economic resources then
should become the prerequisite for economic development in
that it is the most effective means of obtaining command over
resources.
Arguments Against The Need for Black Community Development:
There are those, however, who argue that although the
American Black community appears to be a deprived and unequally
underdeveloped entity, it should not be separately developed.
It is argued that problems confronting Black sould be alleviated
by increasing opportunities allowing them to more readily in-
tegrate into the larger society (or economic system). Authors
of such theories include Brimmer, Terrel, Kain & Persky. For
example, Brimmer and Terrel's main argument is that Blacks
should concentrate on employment in salaried managerial po-
sitions, rewards will be 1/3 to 2/3 higher than rewards ob-
tained from self-employment in the same occupation. 5 The
author understands that the strategy for Black economic advance-
ment through salaried employment in white firms is an un-
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realistic concept in that it ignores the masses, of Blacks
who are excluded from competing for white and blue collar
jobs. The strategy ignores the vulnerability for Blacks
to white domination, exploitation and subjection to racism.
Tate found that increased individual incomes does not sub-
stantially increase economic power:
"...Higher incomes generally produce
higher consumption. A house in the
suburbs, two cars and two television
sets do not constitute economic power.
Economic power in America today flows
from the control and ownership of ca-
pital producing instruments. A plant
is a capital producing instrument be-
cause it can be sold or used as
collateral to secure money for develop-
ment or expansion of economic enterprises.
Individual income and equity in a home or
automobile will not produce equivalent
leverage...". 6
Otto Eckstein has estimated that Blacks will comprise 12%
of the total work force by 1985, but will hold a significantly
smaller percentage of jobs in professional, skilled and cleri-
cal sales fields. Full economic equality based on the Black
percentage of the work force in 1985 will require 1,330,000
Black managers and proprietors, while there will be only 420,000
actual Black managers and proprietors. 7
Kain and Persky argue from a different perspective. They
argue that the way to ameliorate the conditions of Blacks is
through decreasing the high rate of structural unemployment
whith presently exists among this group. However, they contend
that this can only effectively take place through a policy of
dispersal of the Black population from the central city to the
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increasing new semi-skilled and unskilled jobs located in the
suburban areas. 8 The author also rejects their argument be-
cause it ignores the tremendous political obstacles which
would prevent any national dispersal policy. Additionally,
it ignores the fact that even if Blacks were to be dispersed,
theiar collective status would remain relatively unaltered in
that they would still lack the capital formation required as
a base for economic power.
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CHAPTER II: STRATEGY FOR COMMUNITY ECONOMIC DEVELOPMENT:
Accepting Black Community economic development as one
of the strategies for the development of Black Americans, we
are now faced with examining major sectors of the Black comm-
unity economy, such as land and business and determining how
they could be coordinated to assist in the implementation of
this strategy of growth.
Land Development As A Strategy For Economic Development:
For the purpose of discussion, definition of "land" goes
well beyond a description of acreage in its natural state (more
commonly referred to as "raw land"). Here, i.t also includes
physical structures found on acreage. Land development, there-
fore, includes the building of new structures, the rehabilitation
of existing structures and the overall design of an area.
The central importance of land ownership is that land
-owners within constraints of public law and regulations, de-
termine the use, and influence basic economic and socio-
political patterns. Land owners decide the land use po-
licies; and how a particular area will be developed. This
point is painfully driven home when it is related to the
American Black community. According to Brad Yoneoka:
"...Unfortunately, land markets in ghettos operate
to funnel potential increased income flows out of
the community,. Absentee landlords, who dominate
land ownership in the ghetto, force tenant businesses
and raise rents, speculation and a rise of rents is
high. Often, ownership is non-community based...".
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The need and potential for land development can be fur-
ther documented. For example, a sample of 86 out of 130 A-
merican cities with populations of more than 100,000, app-
roximately 25% (1,349,041 sq.ft.) of the total land average
was vacant-- and was considered buildable by local ex-
perts. A case in point, is the old South Bronx yards belong-
ing to New Haven Railroad. Although the city had 20 city
blocks as active industrial sites, a "windshield" survey
found that much of it was either deserted or deteriorated,
had become a haven for drug addicts and derelicts and those
that were not were underutilized. 10
Mechanisms used in facilitating the land development
cess would be the following:
1) Acquisition of land for the development of a res-
idential, commercial, industrial, social or recreational
space, or the development of a combination.complex.. In ma
stances, this may involve land banking, simply holding pro
until it can be utilized for specific purposes.
2)
improve
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perty
Establishment of a mortgage pool to assist homeowners
their homes.
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According to the Real Estate Review Portfolio, if the pur-
chase is ill-timed, the cost of carrying the land can wipe
out whatever eventual return is realized. 12 Moreover, as
with other investments, there are risks to buying land, these
include physical and legal defects as well as the potential
problem of speculation, resulting in skyrocketing land costs. 1 3
Finally, local zoning laws, building codes, and related land
use regulations may not only bar certain types of develop-
ment that developers want to pursue, but may also restrict
desired development of a community to one of discomfort.
The time, effort and money to change this could be substan-
tial. 4
The Economic Resource Corporation (ERC) which has con-
structed an industrial park in Watts experienced several ob-
stacles to its land development efforts. One principle pro-
blem concerned land acquisition. They were unable to nego-
tiate a reasonable price and ended up paying $0.75 more per
square foot than the neighborhing ComptonCalifornia. In
part, this was because they lacked the freedom to move quick-
ly in acquiring land. Moreover, they lacked the experienced
personnel required to do so. However, the organization went
through a restructuring phase. This included hiring of a new
director, and in one year, three more major businesses moved
into the park; and a mini-industrial park with four buildings
were constructed. 15
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The types of problems outlined above are functional rather than
structural in nature. The development entity must, among other things,
possess an experienced and capable staff. Moreover, the entity must be
able to maintain a strong working relationship with both government and
outside private enterprise.
The direct benefits which can accrue from the development of land
includes:
1. Improving the physical appearance of the area
2. Generating immediate cash flow through rents
3. Employing and training residents through hiring local
con tractors
4. Acting as a collateral for future land development
5. Making the area conducive to business and other activities.
When we look at one of the sectors of land development--housing
development, there is even a greater awareness of the significance of this
important economic tool. Epstein found that the benefits which could accrue
to the community include: 16
1. The increase in the quality of housing will increase
the community's ability to attract bank loans;
2. The increase in disposable income made possible
through subsidies can stimulate neighborhood
business and employment;
3. Home ownership involves a form of forces savings,
through the gradual build-up of equity from mort-
gage payments. These savings can be used for other
purposes, i.e., a resident may take out a second
mortgage on his home to finance a small local bus-
iness enterprise;
4. Increased home ownership by local residents will
also contribute to neighborhood stability as home
owners who stay in a neighborhood are apt to take
more pride in maintaining and developing the community;
5. Housing construction offers make excellent opportunities
for employing and upgrading low skilled area residents.
Training can be carried on informally by legally
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binding local contractors to employ and train
community folks. For subsidized housing alone,
the dollar volume of production necessary to
create four million new units' and two million
rehabilitated units could amount to ninety-
six million with site labour costs at 22%
of construction costs the average yearly
labour and ninety six billion units would
be over two billion, which in turn, could
provide two million jobs a year for an average
of $10,000.00 per year.
6) Housing development can also generate sizeable
profits which can be used for further community
economic development. Experienced developer/
builder of government assisted housing proj-
ects realize profits amounting on the average
of ten to fifteen per cent of the total pro-
jected cost.
It should be noted, however, that these types of benefits
which could accrue to the community is only relevant when speak-
ing to successful community owned housing development projects.
Development of housing within the Black community have been
usually in the hands of outside federal, state and city
bureaucratic programs; and has done nothing to improve the
welfare of the community. In many instances they have often
ended in failure. Thus, these types of benefits are the ex-
ception rather than the rule.
Land development via housing development could be im-
plemented by a catalyst for community economic development
which is not only owned by the residents within the area, but
also has the capabilities for attracting funds from sources
which may vary. The most typical source of funds is from
the Federal Government,(through such programs as Community
Services Administration). This could be supplemented by
funds from HUD or other state and city housing agencies.
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As the catalyst grew in capability and sophistication, its
seed money would generate from its own sources and leveraged
by banks. There are also other advantages.
The socio-psychological impact that housing developm
can have within the Black community is implicitly stated
Kenneth Clark when he states:
"...If the Negro had to be identified with a
rat infested tenement, his sense of personal
inadequacies and inferiority, already agg-
ravated by job discrimination and other forms
of humiliation is reinforced by the physical
reality around him...A house is a concrete
symbol of what the person is worth...". 17
to fet at some evidence of the benefits which could accrue fr
housing development, -we misght look at the-program
implemented by Bedford-Stuyvesant Restoration Corporation
and the Roxbury Action Program.
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Bedford-Stuyvesant Restoration Corporation, the largest
rally funded CDC, (serving the largest Black community
lation of about 400,000) operates four programs for phy-
1 development:
1) Home improvement program limited to external reno-
vations of Brownstones, owner occupied homes on a
block-by-block basis;
2) Multi-family rehabilitation program which re-
constructs and modernizes interiors and ex-
teriors of sound dilapidated housing stock;
3) New (housing) construction program for apartment
buildings and large scale development; and
4) Commercial development.
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Another example, is The Roxbury Action Program (RAP), a
Black community based organization in Roxbury, Massachusetts.
RAP services the Highland Park area (populated by about 8,000
residents) RAP is also in the process of implementing a program
for better housing and increasing home ownership.
RAP
scattered
venture w
overhead
contract
chose to rehabilitate thirty-three apartments on six
sites as its first project. RAP entered into a joi
ith a local builder,7and split its 10% profit and
(40% to RAP and 60% to the contractor). Since the
called for a fixed cost of construction, RAP as part
nt-
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developer was assured of realizing at least a 4% profit on
the $325,000 construction or $13,000. The program produced
jobs and upgraded skills. The builder was a small local
Black firm which hired unskilled residents and trained them.
The GenerAl Contractor's general practice was to rely heavily
on small sub-contractors in the Roxbury area. 19
The point should be made here, that this was RAP's first
experience as a developer and that it had limited financial
capabilities. Because of this, its return was significantly
less than it could have been. 20
Housing development, of course, is only one means that has
been used for land development. There are others such as commercial
and industrial development. Both significantly impact on the
economy of the Black community through generating jobs and
physical improvements. An example of this type of approach
is the previously mentioned Economic Resources Corporation.
ERC brought four major businesses and eighteen small businesses
into the community and created over 1,200 new jobs.
BLACK BUSINESS DEVELOPMENT:
J. Harris identifies the entrepreneur or entrepreneural
unit with the function of making decisions as they pertain to
the level of production and productive techniques, and define
their tasks as perceiving production opportunities, gaining
control over other factors of production & organizing productive
facilities. He contends that a large supply of such
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entrepreneurs or entrepreneural units who have high levels
of formal eduaction, experience, ability to innovate, access
to credit and other sources of capital and good political
connections are closely linked to economic development in that
a large supply of effective decision makers will make better
use of its potential resources. 21
aUt:iness development in the ghetto domestic sector as
defined in Chapter I is a restricted economic resource. Flournoy
Coles, Jr., using data and SBA estimates, found that the number
of Black-owned enterprises is between 2% and 3% of the total
number-of business enterprises in the country. Moreover,
he found that the importance of these firms to the total Black
economy is slightly more than negligible. 2 2 - For example, the
annual average net profit of Black-owned enterprises was $6,454;
and full and part-time employment averages 3.75 per person.
Coles study also found that many owners have full-time or part-
-time jobs outside their businesses; the majority of owners have
less than a high school education; and that Black businesses
were undercapitalized because of difficulties in obtaining
funds, as well as a lack of managerial experience, know how,
etc. 23
In their argument that Blacks should try to achieve
salaried positions in major corporations (rather than
engaging in small business developemnt) Brimmer and Terrel
make an extremely valid point when they state that the Black
community has certain traits which are not conducive to business
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development (such as low median family income
idents, limited assets, high unemployment and
24little skills, etc.)24 The author also view
a serious obstacle to business development.
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The first argument is challenged by Bdrry Stein. Stein's
studies show that there is more uncertainty over projections re-
garding the size of the American economy (and its composition) for
the next ten years than there was for the beginning of either of
the two preceeding decades. The uncertainty can be attributed to:
"...A shift in expenditure(businesss and individual)
from goods and services c.onceived as commodoties,
general useful products marketed to large groups, to
specialities more nearly tailored to specific in-
dividual wishes and desires. The uncertainty, in
short, is due to the breakdown of the mass
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consumption economy and its replacement
by a more diversified and rapidly chang-
ing structure of demand...". 26
Secondly, Brimmer and Terrel's argument does not take
into account the new Black awareness which has stimulated
the potential of Black markets catering exclusively to the
new Black clientele; and also the emergence of Black consumer
products that speak to the new Black awareness (such as
daishikies, Afro-Sheen hair dressing, Black magazines,
Black dolls, etc.).
Summarily, there are indeed problems which can and do
seriously restrict the growth potential of businesses within
the area and they range from a lack of suffictent sophisticated
entrepreneurs or entrepreneural units to time factors to in-
adequate political connections. Such problems make the Black
community appear to an unattractive environment for the location
of an entrepreneural base. However, these problems are
not unsolvable. As solutions are found, the potential for
developing a strong business base in the community will in-
crease.
An Economic Development Strategy:
When the American Black community is viewed as a separate
entity, having its own economy (with striking parrallels) to an
underdeveloped area) the processes of land, business and man-
power development is more readily perceived as parts of a whole
economic development process. A method of developing our land,
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business and manpower resources as a singular process must
be found. However, the community's experience with "Black
community economic development" is very limited. As such,
a need exists for borrowing universally accepted and tested
strategies that have been utilized for developing under-
developed countries. One such strategy is the unbalanced
growth strategy proposed by Albert Hirshmann, Professor of
Economics, at Harvard University. Professor Hirshmann de-
fines unbalanced growth in the following manner:
"...If growth is not to be stunted, the
various sectors of an economy will have
to grow jointly in some (not necessarily
identical) proportion; no sector should
get too far out of line, not because of
demand, but because of supply or "struct-
ural" considerations. For instance, if
secondary industry grows, the food and
raw materials needed by the workers and
the machines will go up; if some of these
requirements are imported, then an in-
crease in exports is necessary, etc....". 27
According to Hirshmann, if we lok at an economy that has
experienced growth at two different points, in time we will find
that a great many parts of it have pushed ahead, for example,
there is industry and agriculture, capital goods and consumer
goods industries: He finds that just as the demand side can ab-
sorb "unbalanced" advances in output because of cost reducing
innovations, new products, and import substitutions, that we can
also have isolated forward thrusts on the supply side as inputs
are redistributed through price changes. Development has proceeded
thiswsy, with growth being communicated from the leading secters of the
economy to the followers.
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Hirshmann finds additionally, that the advantage of unbalanced
development is that it allows for induced development decisions. 2 8
An example of induced development is the following:
"...An increase in the demand for Beer, for
example, may lead not only to the expansion
of existing brewing capacity but, at a certain
point, to the start of domestic production of
bottles, of barley cultivation, and to a whole
chain of similar repercussions. -In other words,
the investment that is induced by complementary
effects may help to bring about a real trans-
formation of an underdeveloped economy...". 29
Hirshmann further distinguishes two inducement mechanisms
as (1) the input-provision or backward linkage effects which
occurs when every non-primary economic activity will induce
attempts to supply through domestic production the in-puts
needed in that activity. (2) Output-utilization or forward
linkages effects which is where every activity that does not,
by its nature, cater exclusively to final demands will induce
attempts to utilize its outputs in some new activities. 30
In looking at a hypothetical example of backward and for-
ward linkages, we see that when industry A, (which may be a hotel
is set up followed by its satellites, e.g., cleaning services,
uniform suppliers, casinos, taxies, waiters) and when industry
B, which may be a restaurant is subsequently established as a
result of Industry A, it helps to bring into existence not only
satellites, (cleaning services, uniform suppliers) but some
firms that neiter A or B in isolation could have brought into
existence, i.e., such as dry cleaners. When Industry C,
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(a night club) comes into existence some firms will follow
that require the combined stimuli from not only B and C, but
of A, B and C, (such as a business school focussing on hotel
management, restaurant management or a movie theatre). The
degree of inter-dependency which defines linkage and develop-
ment is best measured by computing:
1) The proportion of its total output that does not go to
final demand, but rather to other industries, and
2) The proportion of its output that represents purchases
from other industries. 31
Satellite industries usually have the following in common:
1) They are close in location to the master industry,
2) They usie as principal input an output or by-product
of the master industry without subjecting it to
elaborate transformation, or its principal output
is a usually minor input of the master industry, and
3) Their minimum economic size is smaller than that of
the master industry. 32
Hirshmann finds that the lack of the interdependence and
backward linkage is a typical characteristic of underdeveloped
economies, as there is usually much investment in plants that
perform the "final touches" (converting, assemblying and mix-
ing plants, the pharmaceutical laboratories, the metal fabric-
ating industries, etc.). He also states that the advantage of
this trend is that it has often provided an investment out-
let for small amounts of capital that might not readily be
availablie for ventures requiring many investors to pool these
resources. Also, it makes it possible to start industrial
undertakings without the heavy risk that comes in underdeveloped
to rely on the output of unrealistic dom-countries from having
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concept to deal with
of development as it
ages. 35
and more essential for the initial stages
is not usually dependent on forward link-
The theory of unbalanced growth has been refuted by
such renowned economists as Rosenstein-Roclave. They support
a strategy for balanced growth where the basic underlying premise
is that it is necessary to start at one point and at the same time,
on a large number of new industries which will be each others
clients through the purchases of their workers, employees, and
owners. 36
This strategy, Hirshmann contends, is not only
but it may be dangerous in that it indirectly tends
colonization:
"...Its application requires huge amounts of
precisely those abilities which we have
identified as likely to be in very limited
supply in underdeveloped countries. It is
altogether inconceivable that a one floor
economy could set up such a "second floor"
with its own forces or even with limited
help from abroad, without thorough foreign
colonization. The task would seem hopeless...
unrealistic,
to promote
"1.37
The outlined strategy of unbalanced growth can also be
applied to the American Black Community, not only because it is
an underdeveloped area, but the status of the areas that Hirsh-
mann is describing where his strategy can be effective, is
directly similar to the Black community.
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According to Hirshmann, the lack of interdependence and
linkage is one of the most typical characteristics of under-
developed economies. Primary production usually'excludes
any substantial degree of backward linkage. The situation
is usually known as enclave type development in that the
primary products usually slip out the area without impact-
ing the rest of its economy. The types of industries usu-
ally established are engaged in doing the "final touches"
and inputs usually come from other sectors. 38
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The manner in which this strategy could be applied is the
following: Instead of dealing with the micro aspects of indus-
try within the Black community, the macro aspects would be dealt
with by attempting to link the development of land, labour
33
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sources together through backward linkages), a question a-
rises as to which of the three would be developed first to
stimulate the implementation of an overall development stra-
tegy, or whether it is just as advantageous to start with the
development of any of these resources. Again, this type of
question can be answered by Hirshmann's "Jigsaw Puzzle" theory.
In looking at several modes for investment criteria, Hirshmann
found that:
...A more complex and perhaps a more realistic
model would be to consider development as the
putting together of a jigsaw puzzle. The fit-
ting of individual pieces would represent the
taking of discrete development steps...". 39
This theory contends that the difficulty in fitting in
any one piece is exclusively dependent upon the amount of pieces
already in place. Also, the most logical process is to assemble
the easier pieces. Through this process, the puzzle becomes
progressively easier. 40 This particular model has its limit-
ations. At times, the variances between the easy and hard
-pieces is so small, that one has no other choice but to usie
trial and error strategy. Moreover, the model assumes that
the "puzzle" has a fixed amount of pieces and therefore, an
ending. Whereas, in actuality, the development process has
an unlimited amount of pieces, and thus, no definite ending.
It must also be pointed out, however, that the situation
rarely, exists, that is the frame is always easier; and
the latter does not hinder the analogy which is primarily
used to suggest the initial phase of development.
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In the case of the American Black community, the
for initial development action is to select development
cri teria
patterns
that increase the stability of the community (through reducing
the rate of resident dispersal); minimize the economic leakage,
and foster cohesive integration of the economic activity. To do
this, three essential pieces are required; land development act-
ivities with backward linkages (which serve as the basic fram
work); business development ( a progressively more difficult
piece to put in place because it is dependent on the landdevelop-
ment pieces); and manpower development (which is essential and the
most difficult to piece together).
Land Development Vs. Business Development:
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primary output is space, for either living, working or shop-
ping; and its principle input is the businesses which will
eventually service the spaces. According to Jon Pynoos,
Robert Schafer, and Chester Hartman;
"...When households consume "housing" they
purchase rent more than the dwelling unit
and its characteristics. They are also
concerned with such diverse factors as
health, security, privacy, neighborhood
and social relations, status, community
facilities and services, access to jobs,
and control over the environment...". 41
On the other hand, not only is business 42 dependent
upon inpu
forward l
quires go
linkage).
the busin
environme
the initi
environme
becomes s
viti es.
phase of
t from outside sources, but also dependent upon
inkages. Business development for example, re-
od physical location sites (in this case, forward
Problem solution, not only requires "developing"
ess, but it also requires impacting thepphysical
nt in which the business is to be located. Thus,
al emphasis is best placed on changing the physical
nt, e.g., land development. The land development then
upportive of productive business development acti-
The business development activities (the secondary
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combining of land, business and manpower develop-
er through a strategy of unbalanced growth (with
land development) is not a unique concept. It is
the development program of the Bedford-Stuyve.sant
Corporation. 43
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FIGURE I'
VARIANCE -ANALYSIS BEDFORD-STUYVESANT RESTORATION CORPORATION
thru May, 19720-. thru May,1974 thru Nov, 1974 %%" I"
May-972- May-Nov May,1972 -
May-1974 1974 Nov,1974
DEVELOPMENT ACTIVITIES:
Mortgage Pool (total loans)
Exterior Renovations (blocks)
Number of Units rehabbed
Number of units in process
# of units completed- (n/con)
#of units in process (n/con)
$14,387,000(761) $17,491,900(921)18(17) 18,748,100(971) 7(5)
2,230 (55) 2,556(67) 13 (18) 2,817 (74) 9 (9)
99 149 33 154 3
480 550 13 555 1
52 190 73 190 0
334 334 0 334 0
BUSINESS DEVELOPMENT:
Total Business Finance (amt) 8,263,158 (74)
# of const. co. financed
(% of amount) 10 (13)
# of franchise co financed 6 (8)
# of mfg. hd/gds- financed 8 (11)
# of mgh. sf/gds financed 10 (13)
# of retail ser. (% of ttl.amt. 6 (8)
# of service stores (% of ttl.amt.10 (13)
# of other co. financed
(% of ttL amt. 3 (4)
10,592,441
17 (19)
6 (7)
10 (11)
9 (10)
7 (8)
14 (15)
5 (6)
(89) 23 (17)14,273,518(107) 25
41
0
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-11
14
28
40
21 (20)
7 (6)
10 (9)
9 (8)
9 (8)
18 (17)
6 (7)
19
14
0
22
22
22
16
(17)42 (31)
52
14
20
3 '
44
22
50
MANPOWER DEVELOPMENT:
Placements
Min. Bus/mn-on/jb. trng.
Trainees hired
TIrnes. hired for ext.ren.
Trained in welding/scafold/pntg.
Masonry & Carpentry
23 (22)
21 (26)
36
1
73
0
4,220
17
260
2,787
5,490
18
260
2,987
23
5
-0-
6
5,887
19
260
3,130
7
5
0
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28
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CHAPTER III: THE CATALYST FOR BLACK COMMUNITY ECONOMIC DEVELOPMENT:
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greatest limitation is that it is indirecity controlled by
government authorities (via the Community Services Admin-
istration). Control is limited to the funds invested by
the GSA. This problem could be reduced or eliminated by
creative programs the CDC could design which would make it
initially self-sufficient. Because of a CDC's broad comm-
unity representation, and specific commitment to economic
development, this option should be used.
The Community Development Corporation:
According to Jeff Faux:
"...The term "CDC" is used to identify
organizatons created and controlled by
people living in impoverished areas for
the purpose of planning, financing, owning
and operating businesses that will provide
employment income and a better life for
the residents of these areas." 50
The specific and individualistic nature of the problems
of each Black community is reflected through the fact that there
is no prototype CDC, but many individual CDC"s. However, because
of a general macro economic status common to most American Black
communities, individual CDC's are emerging with goals similar
to one another. Principle similarities include:
1) Ecnomic development (planners provide technical assist-
ance, make investments, and operated newly created
businesses);
2) Local control (property and enterprise are owned and
controlled by residents); and
3) Social goals (with the ultimate purpose of increasing
the socio-economic well-being of community residents). 51
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The CDC programs are usually funddd by grants or investments from
government and private sectors. One example of a CDC is the
previously mentioned Bedford-Stuyvesant Restoration Corp.
Large Industry:
Arguments have been made that big industry should be
encouraged to develop the Black community. Advocates of this
particular approach have on various occasions solicited support
from the Congress (Kennedy, 1969) and the U.S. Department of
Labour. Protaganists arguments have usually focused on the
positive impact (one to their location) large industries
could create in Black communities.
Whereas, the author's defined strategy for Black comm-
unity economic development does not dismiss the need for large
private industry to facilitate in the economic development of
the cbmmunity, he does not see large industry as acting effect-
ively as the principle catalyst. Large industry, as a catalyst
for development, would only perpetuate the situation of lack
of ownership and the leakages it creates. For example, as in
the case of the white absentees in the "Ghetto Enclave Sector",
most of the profits go to owners outside the community. Most
of the input resources, (with the exception of labour) will
come from outside sources. Moreover, income capital generated
from the sales made from within also leaves the community. In
short, large business cannot be relied upon to catalyze comm-
unity economic development.
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Faux has found the attempt to lure industry into the
inner city as futile. One of many examples he lists includes
the Department of Labour efforts to bring industry into Brook-
lyn and East Los Angeles and employ the areas hard-core un-
employed. Three firms were given $3.5 million by the D.O.L.
to hire and train 1,200 community people. After two years,
all three firms closed down their sites in target Black
communities. During which time, the firms were only capable
of employing 300 people. 52 Brower vividly points out that:
"...Bringing white corporations to the ghetto
will not solve the real underlying problems.
Black men will continue to feel inferior, a-
pathetic, alienated, hopelee, or angry..if
many white corporations came back into the
ghetto under an incentive program, Black
people might very well loose what small
political power, what beginnings of self-
determination they now have. This could
not help and would only harm the goal of
overall development for Black people and
improvement of race relations in this country..."53
The Black Entrepreneur:
Another suggested catalyst is a program designed to promote
Black owned businesses and Black entrepreneurs. This strategy
formulated and adopted by SBA and OMBE, is geared towards assist-
ing the small businessman to locate and/or survive in the Black
community. However, small businessment should not be seen as
catalysts, because being Black, they simply cannot carry the
awesome burden of the comprehensive development of the Black
community.
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The minority entrepreneur is preoccupied wi th- attempting
to remain financially solvent and develop his enterprise, to
get involved heavily, in comprehensive economic development.
Clearly, the minority entrepreneur is limited in his ability,
financial and technical resources to carryout the planning,
negotiation and financing inherently associated with compre-
hensive economic development. Moreover, the individual minority
entrepreneur, usually because of his size (and time constraints)
is also not equipped to deal with the overall political segments
of comprehensive economic development. According to Faux:
"...Developers have to deal with the city
government agencies and officials as well
as with the neighborhood planning and ad-
visory boards, which, if they do not ex-
ercise veto power, can cause intolerable
delays. Since a single piece of land in
an obscure part of a slum can involve
neighborhood, city and even national
political considerations, a community
organization with broad based political
ties is in a much better position to
overcome political obstacles to development.q.".54
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IV: CONCLUSION:
In conclusion, the author finds that given the genera
conditions of the American Black community it is fairly evident
that there is a dire need for Black community economic develop-
ment. Moreover, it is contended that the development of
the Black community must include effective planning for the
following strategies:
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This thesis has defined both a need and a strategy for
Black community economic development which for the most part,
has been conceptual. The strength or weakness of any conceptual
framework is tested when subjected to empirical evidence, 1f
there is inconsistency between the conceptual framework base
and the empirical evidence, then this may point to weakness in
either the framework (as applies to the specific situation)
or to an improper analysis.
If the empirical evidence does not suggest a "success
story", then one tneds to use the conceptual framework at a
point of departure for an even better analysis and apply it
to the specific situation. This thesis proceeds using Roxbury
as an example of the Black community, and the Circle Venture
Capital Fund, Inc. as the catalyst of Black community economic
development.
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ThE State Of Roxbury's Economy:
Roxbury is an example of an American Black community which
is a part of a major metropolitan area. It is defined by the
population and housing census tracts of 1970, as 802 thru 807,
and 814 thru 821. (see Figure I for a map of Roxbury). It is
an area predominantly settled by Blacks (90% of the population)
who share a>:similar background;and being in similar financial
conditionis.
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Metropolitan area. The area is in dire need of development.
This is clearly indicated when studying its land and business
resources. Particularly as it relates to community ownership.
Land Development:
Viewing land as a resource base for economic development
within Roxbury,
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administrators of the various trusts. Also, those who neither
had Jewish names nor addressed listed in the telephone direct-
ory were not included in the percentages given above. Finally,
it is significant to note that of all the property holders there
were only two cases where there was some indication that land
holders actually resided in Roxbury. The dollar amount of hold-
ings totaled $7,500. For further information, see Tables I & II
in the Appendix, defining ownership patterns of Real Property
in the Dudley Square Area.
Another indication that
largely.owned by outsiders, is
within' the primary impact area
to owner occupied. This compa
the City of Boston. When look
housing (characterized by poor
percantages of renter occupied
ion, see Figure V).
much of the land within Roxbury is
that 82% of all housing units
are renter occupied as opposed
res with 70% renter occupied for
ing -t patterns of ownerhisp in
or no plumbing facilities), the
is 92%. (For further informat-
Perhaps the strongest indic&tion expressing a need for
development within a given area, should come from the attitudes
of people who reside in that area. In a survey conducted by
The Circle Complex of over 500 people (or 3% of the people
within the impact area) over 51% of those interviewed who be-
lieved the area had changed, thought that this change had taken
represented a decline in the area. The actual figures are as
follows:
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In 1961, the Rapkin Report - found that 78% of the housing
units in middle Roxbury which is now referred to as Washington
Park, was in need of demolition, or major repair. After renewal
plans were announced, some of the middle class who perceived "ren-
ewal" to mean the immigration of low income neighbors, decided
to move. A study conducted by Brandeis University indicated
further that those desiring to move, werecyoung college educat-
ed couples who were dissatisfied with the amount of rent paid
in relation to the services provided by the landlord. They were
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also dissat
facilities.
groups that
on "better
isfied with
The study
intended to
blocks" and
the lack of high quality shopping
also revealed that the middle class
remain in the area, typically lived
in most cases, th-eir own homes. 58
In a survey conducted by the Center City Study, 63% of
the persons interviewed said they would prefer to live in the
Boston Black community, 31% prefered to move out. 6% of those
interviewed were uncertain on the question. 59 In a much more
recent survey, conducted by Circle (limited to the definite
boundaries of its primary impact area) 42.7% of the people
interviewed had considered moving while 56.4% never considered
moving. 60
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Need (and potential) for land development becomes a-
pparent not only from noting the vacancy rate discussed earlier,
but when notiing the extend of abandonment. A Model Cities Sur-
vey revealed that there were 295 abandoned buildings within the
area. Model Cities defined an abandoned building as a totally
vacant, windowless, boarded up or fire gutted structure. 62
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A further indication of the problems associated with devel-
opment emerge in a survey taken of 300 manufacturing firms conduct-
ed in 1969 by the Boston Economic Development and Industrial
Commiss'ion (EDIC)
owned
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This survey found that 44% of the firms were considering moving
out of the city; and four of the top five reasons that the firms
gave for wanting to move, were related to their having inadequate
space in the current location. The most urgent need expressed
was their desire to acquire space for expansion at an acceptable
cost. 64
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In the Washington Park case, Freedom House acted only as
the initiator of action. The BRA implemented their plan: and
thus, served as the implementing catalyst of change. The BRA's
effectiveness is questionable, as reflected in their accomp-
lishments in Warren Gardens, low rent government subsidized
apartments, constructed along Warren Avenue is now in fore-
closure. A major shopping cneter, Washington Park Mall, was
also constructed, (which brought in Zayre's and First National)
This center has deteriorated and has become an eyesore in the
community. In all, only been 80% of the BRA's program has been
completed. Sites planned for recreational parks in the neigh-
borhood remained undeveloped; and have become havens for aband-
oned cars, trash Jumping and crime. 6 8
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lies in this area. The
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Other community based catalysts of land development
include:
SouthWest
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SouthWest
under stu
ment.(wit
a social
rehabbing
of the Wa
oned buil
The Roxbury Action Program in Highland Park; the
Corridor Coalition Group; and the CDC of Boston,
proposing an industrial park on cleared land in the
Corridor). However, within the primary impact area
dy, there are no existing catalysts for land develop-
h the exception of the Roxbury Multi-Service Center,
service agency which is currently in the process of
eight housing units). However, with the foreclosure
rren Gardens project, the existence of over 100 aband-
di ngs and a vacancy rate of 11% rate, there is a definite
need for a catalyst to develop this
A land development effort could
ization such as Circle Venture Capital
ready developed an Office Building, a
and has expressed an interest in land
be attempted by an organ-
Fund, Inc.. CVCF has al-
Fast Foods restaurant;
development ventures.
area.
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BUSINESS DEVELOPMENT:
Patterns of business ownership representeing outside in-
terests is just a blatant within Roxbury as it is within the typ-
ical Black community. Moreover, patterns are somewhat similar to
land ownership patterns in Roxbury. For example, The Center
City Survey found that of the 2,552 firms located in the
central city, only 143 ( or less that 6%) werel:Black owned.
Yet 61% of the central population is Black. (The Center City
Study defined The Central or "center" city as Roxbury, North-
Dorchester and some sections of Jamaica Plain and the South
End.) 69
The Model Cities Program also conducted a survey of exist-
ing businesses within the Roxbury area.
within the area, 86 were interviewed.
40% of the respondent-owners or manager
within the loosely defined "inner-city"
Plain, Dorchester or the South End. 7 0
the Dudley Street area, found that the
retail business in the Dudley Street ar
total sales accounted for generated by
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accounted for, does not add up to the s
any of three white owned businesses, (B
Co., Inc. & L & S Department Store). (
Appendix).
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ales volume generated by
lair's, B.&.D Wallpaper
See Table V in the
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Another indication of the lack of community resident owner-
ship is that only .2% of those employed within the primary
impact area and the immediate impact area are self-employed
in the retail trade.
E
SELF EMPLOYMENT
Total Employed
Self employed in the
retail trade
Percentage self employed
in the retail trade
MPLOYMENT STATUS 71
PRIMARY. IMPACT AREA
803-817-821
8,243
18
.2%
The lack of business ownership prohibits the retention of in-
come within the Roxbury Community. According to The Center
City Study:
"... Typically, expenditures by center city residents pass
through the hands of white merchants to their white vendors
and stockholders, most of whom are not center city residents.
Major expenditures for center city renovations pass to non
resident suppliers and working on property usually owned by
non resident landlords. All those involved are usually
white in addition to not being- residents..." 72
Yet, the potentials for business development definitely exist.
For example, 80% of people responding to an interview con-
ducted for the Center City Study said that they would travel
further to patronize Black businesses, while roughly half of
the respondents would even pay more to buy Black. 73
BOSTON
266,505
785
.3%
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Another major problem is that in comparison to Boston, Roxbury
is a relatively poor community, yielding a small income base.
The fact that many of the residents who work outside the area
contribute to the further reduction of the income base, makes
it extremely difficult to plan for business within this area.
For example, in the 1970 census indicates that 20% of all
families within the primary impact area had incomes below
poverty, as compared to 11% of those residing in Boston 28%
were receiving public welfare as compared to 14% residing in
Boston. 43% of the families were receiving income less than
$6,000 in the primary impact area, as compared to 27% of all
families in the Boston area. (For further details, see Table
VI in the appendix).
Still another obstacle facing the development of community
owned and controlled business is the current lack of control
over the proper development. Subsequently, with the deteri-
ration in the physical aspects of the area , and business is
also subject to decline.
The necessity of a community based and controlled catalyst
of business development within the primary impact area is
reinforced further when examining the mood or feelings of
the people. For exmaple, The Survey and Planning Study found
that in response to the question "who should be responsible
for the commercial and industrial development of the community",
the majority of the people interviewed, 50.5% said community
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organizations (while only 18.6% thought it should be pri-
vate entrepreneurs).
A CATALYST FOR COMMUNITY ECONOMIC DEVELOPMENT
QUESTION:
Who Should Be Responsible for Co
Community Organizations
Local and/or Federal Governments
Private Companies
Private Entrepreneurs
Other
min me rci al & Industrial Development?
50.5%
38.4%
19.1%
18.6%
11.4%
The Circle Complex represents the Roxbury Black comm-
unity. Its investment arm, The Circle Venture Capital Fund,Inc.
has initiated such ventures as the Circlepower Demolition Corp.,
O's Fast Foods, Inc. and the Roxbury Action Pharmacy. It is
currently studying the feasibility of a Cluster shopping
unit and sponsoring a detergent manufacturer. However, of all
these interests, only two are in the primary impact area - O's
and the Cluster. Another commercial developer within the primary
impact area, is the Nation of Islam (known as the Black Muslims).
Muslims, as individuals, and as an organization, have initiated
development activities within the Grove Hall area. Businesses
include a restaurant, ice cream shop, dry cleaners, men's shop
and two fast food take out shops, and a fish market. All are
located within the primary impact area.
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The need for a community-based catalyst becomes even
more apparent when one notes that commercial developments such
as Washington Park Mall and the Dudley Street area are primarily
the work of outside forces and represent an eyesore to the comm-
unity. While the developing in the Grove Hall area and the Warren
Street Spine, is primarily the work of the Masons/Muslims and
The Circle Venture Capital Fund, Inc., respectively, community
based catalysts.
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PART II
THE CIRCLE VENTURE CAPITAL FUND, INC.
As The.
CATALYST FOR COMMUNITY ECONOMIC DEVELOPMENT
Page 72
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The remaining chapters will look at the history, structure
and goals of the catalyst, and evaluate its specific strategy.
First, the actual controls which CVCF has with its ventures will
by looking at the contract. The contribution of each
venture to the overall community economic development will
also be assessed'by examining the various impacts that each
venture has, and the potential linkages. The conclusion of
Part III, will look at the success or failure of this strategy,
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and examine the suggested alternate course of action.
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CHAPTER VI: HISTORY AND BACKGROUND INFORMATION:
Early in 1967, community leaders organized The Circle
Complex, which is comprised of Circle, Inc.; (formerly Circle
Associates) and the New England Community Development Corp-
oration). The purpose of this organization was to focus
attention on the economic status of the community and to
respond to the economic development needs of Boston's Black
community while generating and distributing financial re-
sources.
In order to vest ownership in the community, this or-
ganization was based on a membership, which included twenty-
two community based organizations. Each of these members or
organizations designated a representative to sit on the Board
of Directors of The Circle, Inc. Ten Circle Board members are
chosen annually to sit simultaneously on the Board of The
New England Community Development Corporation. 3
Past Goals and Strategies of The Organization
The goal of the Circle Complex was the creation of a
subeconomy in a larger community designed to achieve economic
growth on a self-sustaining basis. Since Circle, Inc. deter-
mined this goal is unrealistic in the short-run, it decided to
focus on its own survival and growth as a center of economic
development planning, training, investment and business develop
ment. Its immediate goals became:
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capitilization of $200,000.00 from the Community Services
Administration (CSA). Then, in June of 1971, CSA granted the
Circle, Inc., $1.1 million to implement these programs. 6
Approximately two years later, Circle had established
The Circle Venture Capital Fund, Inc., as well as five PNDC's.
The major role of these organizations was to provide a means
by which residents of designated PNDC's could collectively
determine businesses and services needed in their respective
areas. The PNDC's would then designate certain funds to meet these needs.
The Circle Venture Capital Fund, Inc., used a strategy of competitive
advantage based on priviliged or exclusive information, superior compet-
ance or a head start in the field. To implement this strategy, Circle
also decided to rely on its staff, which was mostly comprised of general-
ists and outside consultants, rather than experienced business and financial
persons. 7 Faced with glaring generalities and increasing pressure from in-
side and outside, the Capital Fund, then re-stated its investment strategy
which now contained four components. 8
1. To make loans to and make investments in minority owned businesses
that employ a large number of Special Impact Area residents, that
have potential to generate at least a 6% return to Circle and that
have the capacity to enhance the economic growth and development
of the Special Impact Area.
2. To assume majority control & ownership of businesses that are labour
intensive, the provided needed goods and services for Special Impact
Area residents, or that generate profit returns in excess of 8%.
3. To acquire and develop a mix of commercial and residential prop-
erty in the Special Impact Area.
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4. To invest in businesses to be sponsored by the five
PNDC's.
By the end of its first two years, CVCF was well on its way
in implementing its restated strategies. It had invested in two
manufacturing operations (Wilton Industries and Electro-Plating),
had acquired several parcels of land for 'a proposed office build-
ing to be occupied by the New England Telephone Company and had
agreed to invest in one PNDC sponsored business (a drug store
developed by The Roxbury Action Program). In addition, it had
made tentative commitments to invest in a curtain manufacturing
operation (Amaechi Manufacturing, Inc.) and a housing develop-
ment project for the elderly. 9
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The officers of the Board are elected by a majority vote
of the Board members and the officers of 'the corporation are
elected by a majority vote of the stockholders. The present
officers are as follows: Chuck Turner, Chairman of the Board
and Vice President; Eric Grey, President; and Ralph Smith,
Treasurer. 12
The Circle Venture Capital Fund Board is a sub-section
of The Circle, Inc.'s Board, and the members also hold re-
sponsible positions in their organizations. Although the
inter-ests are also diverse, they represent the more focused
interests of business and real estate development. (see
FigureVIII for a list of CVCF board members, the organ-
izations they directly or indirectly represent, and theiar
present positions~in the community).
Contacts:
Through its unique membership and Circle's board member-
ship, CVCF has affiliations with most of the groups and insti-
tutions involved in efforts to re-vitalize Roxbury. However,
it was only recently that the CVCF has established close work-
ing relationships with organizations such as the South West
Corridor Coalition, The Black Housing Task Force, Dudley
Station Merchant's Association, RAP, Roxbury Multi-Service
Center, ABL, Model Cities, SNAP, Sav-More, Lena Park Develop-
ment Corporation, PEURC and Unity Bank & Trust Co. As a mem-
ber of The Circle Complex, CVCF is closely affiliated with the
SBDC whose main function is to provide financial and technical
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FIGURE VII
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assistance to minority entrepreneurs.
The Organizational Structure of CVCF:
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developer. The completion of this project (plan) would impact
the Sav-More area. Finally, there has been no development in the
Grove Hall area, although a representative from the Circle Com-
plex has been meeting with the Grove Hall development council,
offering input and keeping CVCF informed about the economic
prospects. 16
In Business Development:
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Manpower Development:
In the area of job creation, CVCF exceeded its expect-
ations. CVCF estimated that by May 31st, they would have im-
pacted on over 200 jobs, approximately 172 of which would be
permanent. 18
VENTURE NUMBER OF JOBS IMPACTED
Roxbury Action Pharmacy 6 permanent
Circlepower Demolition 16 permanent
O's Fast Foods, Inc. 20 permanent/(60 for 3 mos.)
Construction of O's 15 permanent
Construction of Office Bldg. 37 (50 for nine months)
Amaechi Mfg., Inc. 20 permanent
Savin Realty 60 permanent
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CVCF's Funding Capacity:
CVCF's sole source of funds is the Office
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assigned to a program analyst from CSA that monitors CVCF and
comes to CVCF to review its ventures at least twice a year. 19
Page 89
However, these restriction do not seriously jeopardize
CVCF's potential as a catalyst for Community Economic Develop-
ment. CSA's conditions are usually basically sound, coming from
an agency which is funding over 40 other community development
corporations around the United States. The CSA brings addition-
al resources (over and above funds) to the CVCF in the form of
experience of other CDC's. Its' ultimate objective is to see
that the CDC is independent of CSA and is self-sufficient.
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CHAPTER VII: CVCF'S OWNERSHIP AND CONTROL:
As was indicated in Chapter I, the ownership and control
of economic resources within the American Black community, and
more specifically, within Roxbury, is essential and a pre-
requisite to effective economic development because such a
condition may reduce financialleakage out of the community.
In addressing the issues of community ownership and con-
trol of economic resources, this study first looks at the
ability of the catalyst to own and control the limited re-
sources in which it has a direct interest through critical
analysis of the contract between CVCF and its ventures. The
study looks at issues of ownership and control provided by
the Agreement to CVCF. Providing for frequent Board meetings
and clauses which insist that the business support other
resident or community owned businesses in the area.
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The Contract Between CVCF and Active Ventures:
In all of the agreements between CVCF and the active
ventures excluding Amaechi, CVCF is guaranteed some form of
ownership in the business in consideration of its capital
contribution. It is usually 51% if the agreement is between
CVCF and a single entrepreneur, and 40% if it is between CVCF
and a PNDC.
CVCF's ownership interest is usually preferred stock, or
Class B, which gives CVCF the right to receive a 6% per annum
dividend before any dividends may be declared.
Where CVCF has predominant ownership (51%), it is forced to
give it up (2%) if the corporation meets certain benchmarks..
These benchmarks exist when the corporation breaks-even for
two consecutive quarters, and when the net worth of the corp-
oration at the end of each of the two such quarters, exceeds
the net worth of the corporation shown on its opening balance
sheet. If they are accomplished, then CVCF requires that the
second party purchase some shares of its preferred stock (or
3.92% of its holdings in its preferred stock, whichever is
greater) at a price yielding a 15% annualized rate of return
to CVCF. 21
If CVCF wishes. to sell or transfer any shares of its pre-
ferred stock, it first has to notify the second party and then
the corporation through the Board of Directors, designating in
writing, the number of shares it wishes to sell or transfer and
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the purchase from the intended purchaser. At this time, the
second party and the Board of Directors have 30 days to accept
or reject the offer, and purchase the stock. If after 30 days,
no action is taken, CVCF has the right to dispose of the stock
to whomever it sees fit as long as the price of the shares is
not lower than the offer and preference is given to prospective
purchasers domiciled in the Special Impact Area.
On the other hand, there is nothing within the Agreement
which gives the Circle Venture Capital Fund, the right of first
refusal after the first year. In short, the entrepreneur can sell
his interest to whomever he wishes at whatever time he wishes
without consulting CVCF or the Board of Directors. He is not com-
pelled to offer it to CVCF or anyone domiciled with the community.
It is clear, that the actual and potential ownership is
predominantly vested in the hands of the second party. CVCF will
never have a majority ownership in any sound and profitable
venture.
Of the three existing ventures that are subjected to this
type of agreement, all indicated that they would never sell their
ownership interest to CVCF, while two of the three indicated that
22
they expect to buy out CVCF. On the other hand, Eric Grey,
President of CVCF, did not indicate any future plans to sell
CVCF's interest in the companies they now own, unless this co-
mpany goes public. 23
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The control is clearly vested in the hands of the entre-
preneur/venture manager/PNDC. There are' five board members
for each venture: CVCF is entitled to elect two out of five
directors of the corporation, while the other party is entitled
to elect three. The other party usually acts as managing agent
or has the authority to appoint a managing agent as in the case
of the PNDC's.
CVCF, however, maintains certain conditions placed on the
business as long as CVCF owns at least 15% of the ventures stock.
Some of these controls include:
1) A prohibitation against disposing any of their assets
(excluding inventory in the ordinary course of the
business)~without prior written consent of CVCF.
2) CVCF has access to all of the corporate records. Add-
itionally, the corporation is requested to provide every
month to CVCF, an unaudited financial statement prepared
according to generally accepted accounting principles
and to submit a copy of its yearly audit to CVCF.
3) CVCF has direct control over the way its investment is
spent, through the establishment of a checking account on
which it has co-signatory powers. (CVCF, however, is
compelled to sign off on all checques as long as it use
is consistent with those in the accepted proposal.
4) Finally, but by far the most important, CVCF gains
control of the corporation by voting its shares to
elect three directors. If the corporation defaults
and does not correct the problem or state that it
was beyond their control within 45 days after being
notified. At that time, CVCF can also insist on a
change in management.either before and after con-
version. However, CVCF has this control factor only
in stages of default, recovery and no recovery. As
soon as the venture fully recovers, controls and
management, again are vested in the second party's
hands. According to the agreement, if the default
which caused change in management becomes cured and
remains so for thirty days, the parties shall prompt-
ly enter into negotiations to determine the terms and
conditions for the composition of the Board of Directors.
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It may again, consist of three nominees appointed
by CVCF.
The grounds for default, both before and after conversion
usually include a violation of one of the following: 2 5
a. The company has six consecutive quarterly losses,
b. the net worth drops below about $8,000,*
C. the current ratio as generally definded, drops below .75,
d. the company cannot obtain an audited accounting report,
e. the cash balance drops below about $5,000 within the first
six months and about $3,000 thereafter, without Board
approval, and
f. monthly financial statements are not made.
Only active businesses, whose agreement with CVCF varies
significantly from the standard agreement is a loan agreement
for $70,000 @ 8% maturing in 10 years. The loan is to be paid
in monthly principle and interest payments of $849.31 and is to
be secured by five automatic side hemmers (a machine which hems
curtains automatically) origianlly purchases for $40,000.
The controls and ownership for which this type of agree-
ment allows, is significantly less than that of the standard
agreement and vests most of the control and all of the owner-
ship in the hands of the second party.
*Amounts are usually negotiable.
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In this type of agreement, the second party owns all of
the shares of stock in the company and has full control of the
Board. It not only manages the venture, but also has full
control of the management sector. CVCF does not appoint any-
one to the board.
CVCF, however, does through this type of agreement, put
some limitation on the company which may represent some agreed
upon control. Similar to the standard agreement for the life
of the loan, CVCF has access to all the corporate records. The
corporation has to be audited at its own expense and the audited
statements have to be submitted to CVCF. The corporation should
also submit unaudited financial statements to CVCF every
month. CVCF direclty controls its initial capital investment
through the establishment of a Capital Account, which gives
CVCF signatory powers as outlined in the standard agreement. 28
However, the agreement contains a clause stating that if
the company defaults on the agreement, the entire balance plus
interest and penalty, immediately become due and payable. In
the event payment is not made, CVCF can exercise its full right,
repossesing its five automatic side hemmers which are essential.
for the operation of the company. 29
Grounds for default, are also very similar to the stand-
ard agreement, and include a violation of the following:30
1. The Net Worth drops below 0,
2. the current ratio as generally dops below .75,
3. the company does not submit a yearly audited report,
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4. A statement of income of the corporation from the
beginning of the current fiscal year to the end of
each month and a balance sheet of the corporation as
of the end of the month--are not received within 15
days from the end of each month. The statement must
be reasonably detailed and be certified by an author-
ized.financial officer of the corporation.
Through the structure of the agreements, it is apparent
that CVCF has not maximized its ability to promote community
ownership and control and to reduce leakages, for example,
Absentee ownership is allowed since neither of these agree-
ments restrict the president of the corporation or the venture
manager/owner to an area of residency, nor restrict or give pre-
ference to board members of the existing ventures to residents.
Additionally, there is no restriction on management to hire em-
ployees who reside in the area. There is no provision to hire
a management trainee who ideally should be a community resident.
CVCF, as a catalyst for community economic development
only becomes instrumental in the event of a default, but can-
not enforce any actions to prevent a default, and even then,
only in the capacity of correcting the situation. It is not
reimbursed for such an action. It cannot enforce any actions
which help the company grow. Any assistance they provide at
this stage is one the level of consulting, a service,.unlike
that of management, which is not reimbursed.
Finally, there is no provision in the agreement re-
quiring venture management to use local suppliers and dis-
tributors. There is no provision in the agreement specifying
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frequency of meetings. Therefore, it appears from the agreements
which bind them to certain investments, that CVCF has not
been able to bring and keep entrepreneurs in the community,
to train community residents and keep full control of the ven-
ture within the community assuring that community residents have
the first opportunity for employment.
In addressing some of these issues, Eric V. Grey notes
that CVCF should take care of the community aspect of economic
development, investing in sound businesses with strong manage-
ment. As he indicates, it may become necessary to go outside
the community to look for this type of entrepreneur/manager,
the managers would not have to reside in the community or
assist in the economic development of the community. The
companies in which CVCF would invest in would be a natural
rather than imposed benefit to the community. He does
state, however, that CVCF would strongly suggest that manage-
ment hire and train community residents. 31
A further indication that CVCF has not maximized on the
limited controls provided for in the agreement, is that all of
the existing ventures have defaulted on their perspective agree-
ments. CVCF's implicit action, however, was usually not to ex-
ercise its right and control the corporation, but only to supp-
ort the business by getting extra capital when needed. However,
recently, CVCF has hadurgent need to call two companies in de-
fault, and has come up with mechanisms which would give them
much more controls than they had before. They are as follows:
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O's Fast Foods, Inc.: is governed by the standard agreement.
O's default occured long before CVCF decided to take action.
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date, CVCF obtained the right to appoint a supervisor who would
have the ultimate authority in running the shop. However, the
entrepreneur/co-owner ignored these two board decisions and re-
fused to cooperate. Finally, CVCF decided to call for the imm-
ediate removal of the entrepreneur/co-owner as President and
manager of O's Fast Foods, Inc. There were 31 days to go before
they could step in and take control. It is clear from this short
case study, that if the entrepreneur were more careful in the
selecting of his appointee to the board, he would have greater
legal control during the 45 day period. He had the opportunity
of totally and completely mis-managing the corporation to
the point of no repair.
Another factor which became obvious and may have hampered
CVCF in trying to maintain control, is that they do not act as
a voting block, but as individuals pursuing CVCF interest. For
instance, when one CVCF representative called for the removal of
the entrepreneur as president, another CVCF nominee, along with
the rest of the board declined to second the motion, because he
did not believe it was politically expedient. This move should
have been thought out and discussed before the board so that
a block decision and a block action could be made and taken.
Access to books and records did not result in'a.complete
understanding of CVCF's part as to what was going on in the co-
mpany. Much was either concealed or unapparant, because of
the way the books were kept.' To-achieve a full understanding,
CVCF could have compiled monthly audited statements or could have
kept or constantly referred to the books.
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Amaechi Manufacturing, Inc.:
In the case of Amaechi Manufacturing, Inc., CVCF loaned
Amaechi $70,000. In this agreement, payments on the loan
were to begin the following month. The company had to prove
that it could begin repayments immediately, and did so via audi-
ted financial statements and positive income statements.Two days
before the payment was due, CVCF board received a letter re-
questing a moratorium pleading financial incapability. It was
obvious to the CVCF board, from their best projections, that
Amaechi Mfg., Inc. could well afford to repay its laon of $849
even though $2,000 was spent on Miscellaneous, Travel and
Entertainment in the first month and $3,000 the following
month on those two accounts. The loan was payable, therefore,
CVCF denied Amaechi, Inc.'s request and asked that it resume
payments immediately.
Although Amaechi was clearly in default from the day after
the first payment was due, four months had elapsed since the
request for the moratorium, and two months after the request
had been denied, before CVCF decided to call Araechi in de-
fault. During this period, the company deteriorated, the re-
lationship of the company to its sole customer also deteriorated
to the point where Sears terminated its agreement and was only
giving Amaechi orders on a trial basis. The president had left
the company during this critical period, and was speculated to
be in his home country, Nigeria.
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Although CVCF won court action in calling Amaechi, Inc. in
default, it was apparent that CVCF had to negotiate a settlement
and keep Amaechi, Mfg. Inc. alive in order to recover a substan-
tial amount of the loan. This became increasingly difficult
in Mr. Amaechi's absence.
However, CVCF learned that the CDC of Boston (a model cities
program geared to develop business in Roxbury, & N. Dorchester)
injected $30,000 in Amaechi in exchange for a 50% ownership
position and the right to elect two board members to reflect
this ownership position. Their roles were extremely limited
to the point where the company acted without first consulting
the board on major issues. For example, the Board was neither
consulted, nor was there a board resolution when the loan was
made by CVCF. As a result of this lack of control on CDC's part,
CDC did not expect any return on its $30,000 investment. It
now appeared that *CDC would support any move by CVCF to control
the company until its payments became current. A meeting of
CDC of Boston and CVCF confirmed this feeling. and CDC's app-
ointed board members moved to call a meeting of the board of
Amaechi. The intention was to negotiate with the board in-
stead of Amaechi in the hopes of swaying in Amaechi's at least
one of Amaechi's appointees over to the CVCF side, as was done
in O's.
At a later meeting, between CVCF and the production mana-
ger of Amaechi, who was also on the board of Amaechi, it appeared
that her first loyalty was to the company and not to the president
(Amaechi) and that she would go along with anything to save the
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company.
CVCF's negotiating points were that they would waive all
action under the following conditions:
1) Mr. Amaechi is removed as president of the corporation,
2) Sears continue its relationship,
3) CVCF gets two seats on the Board,
4) CVCF has signatory powers on all Amaechi accounts,
5) That a supervisor be assigned who can override all
decisions,
6) Amaechi Manufacturing becomes current,
7) CVCF is satisfied with a production and financial plan
showing how the company will be turned around, and
8) CVCF requests monthly board meetings.
The outcome of the board meetings of O's and Amaechi
were the presidents of both organizations were replaced and
CVCF got the types of control it wanted. However, this re-
sult occurred because the entrepreneur/co-owner did not max-
imize on his control by appointing members of the board that
were committed to themselves first, and the organization
second. If all parties maximized their controls, CVCF would
have lost these battles.
Although CVCF
the chances for its
almost non-existent.
ital is extremely sl
sole customer, Sears
contract.
now has much control over two companies,
survival without additional capital are
Thelikelihood of acquiring adequate cap-
im for Amaechi, and better for O's. Amaechi's
Roebuck & Company has terminated its
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CHAPTER VIII; CVCF ECONOMIC DEVELOPMENT:
This second section will look at CVCF's efforts to im-
plement an economic development strategy based on business de-
velopment with lesser emphasis placed on real estate develop-
ment. The impact that this strategy has over the community will
be measured by looking at each venture, and its impact on em-
ployment, the service to the community, the physical charact-
eristics of the immediate environment, the contribution to
other businesses, the importation of dollars, immediate cash
flows to CVCF and the linkage to other CVCF ventures.
Land Development:
The land development activities of CVCF had a positive
impact on Roxbury's community by decreasing slightly the vacancy
rate, improving the physical characteristics, increasing the
immediate cash flows to CVCF which can be sued for other in-
vestments, increasing employment and making the business con-
ducive for business and other activities. These ventures are
(1) Savin Realty, (2) The Circle Venture Capital Fund, Inc.-
Office Building.
SaVin Realty:
The Savin Reality Building is a 77,000 square foot, four
story building whcih was owned by Bordens and used by their sub-
sidiary, Drakes as a bakery. When Drake's relocated in 1972,
the building was assessed at $240,000. It remained vacant for
two years when it was assessed at $67,000. It has been vandal-
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ized and has deteriorated, which is also indicative of the area.
Financing from a bank was next to impossibel since banks had red-
lined the area. 33 CVCF became interested in this investment for
several reasons. It would use formerly under-utilized resources, bring
business into the area. Although Savin Realty is only 50% rehabilitated,
it is currently leasing 18,000 sq. ft. to a moving and storage company,'
5.400 sq. ft. to a printing service and 3,000 sq. ft. to a furniture man-
ufacturer, as well as garage and land to Ryder Trucks franchise. In add-
ition, a pillow manufacturer and a rifle club have agreed to lease space
after rehabilitation. All of these businesses combined will generate about
60 jobs, bringing businesses that are not dependent on the income within
the area, to a declining sector within CVCF's Special Impact Area. For
example, Ryder and Manufacturing, Inc., are new companies, and Bone
Furniture is coming from outside the area. Savin Realty will import
additional income to the area through these businesses which are coming
from outside the area, and bring iimmediate cash flows to CVCF. It is
estimated that CVCF will receive $8,400 in dividends on a yearly basis
in return for its 60% ownership interest. 34
Two problems which CVCF is experienceing with Savin Realty,
are the lack of stable tenants and staff experienced in dealing with
real estate development projects which delayed the closing of the deal.
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The Circle Venture Canital Fund. Inc., Office Buildin
contributed to the physical enrichment of the area.
the construction stage, it also provided over fifty j
for community residents. It used the local contracto
of John B. Cruz, II. This venture will also make the
more conducive to business and will generate immediat
flows, as CVCF receives rent.
One of the-prevalentprobldms cof this project has
inexperienced staff. For example, in the case of the
phone company, when the architect and contractor woul
together, CVCF as developer would not know of the con
sations that took place or insist on correspondence f
all parties involved pertaining to the development of
also
During
obs
r firm
area
e cash
been an
tel e-
d get
ver-
rom
the
office building. Architects and contractors would assume
CVCF had been contacted by the other party. Essentially,
CVCF lost control of the development process. Another pro-
blem was that a contractor was hired who was inexperienced
in constructing office buildings. Finally, the New England Tele-
phone Co. reneged on their original agreement, resulting in
a 14% increase in construction costs alone for CVCF. The
telephone company requested a number of change orders which
amounted to an additional $22,000. Yet, CVCF accepted a
verbal commitment from the telephone company to reimburse
CVCF for money they provided so that the telephone building
would proceed uninterrupted. The telephone company refused
its obligation to reimburse CVCF for additional costs such
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as ledge removal and correction of a water problem
which would not have-been enco:untered if the telephone company
did not request a cable vault area. Zoning variances were
denied, and CVCF had to appear before the zoning board and
appeal this decision. This represented important time costs.3 5
Business Development:' Other businesses in which CVCF has in-
vested and that are yet to be discussed are the following:
Wilton Industries, a manufacturer of curtains; Electro Pla-
ting; Lena Park Fire Extinquisher; The Roxbury Action Phar-
macy; Circle Power Demolition Co.; O's Fast Food, Inc.; and
Amaechi Manufacturing, Inc. To date Wilton Industries has
become dormant and Electro Plating declared bankruptcy.
Lena Park has acted in violation of the CVCF agreement but.
is presently without CVCF involvement. The Roxbury Action
Pharmacy and the Circle Power Demolition. are growing slowly,
while O's and Amaechi are in deep trouble; their continued
existence is highly unlikely. The question remains how
well are these corporations meeting CVCF needs.
Wilton Industries during its existence represented jobs for
20 community residents; however, it did not import dollars
into the community over and above the exportation of community
labor. It did not strengthen the economic base of its immed-
iate area. It did not use local suppliers. Additionally, the
dormant company only represented to the Black community that
Black people can do very little. It was not a highly visible
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venture; therefore, its decline was not felt by many people.
It damaged CVCF's reputation with its funding sources. The
problems associated with Wilton resulted from poor management.
Although the president was an extremely good salesman, he
knew nothing about the production of pillows. When bidding
on contracts, costs were usually"guesstimated' rather than es-
timated, which usually resulted in product cost higher than
the sales prices. Within two years, management had a debt of
about $200,000. Wilton Industries also had been vandalized.
It was located on Blue Hill Avenue, which is outside
impact area. 36
Electro Plating Declared Bankruptcy, which represented to the
community the failure of another Black business. It was so
dependent on one contract. When it was withdrawn, the
company could not achieve a high enough sales level to meet
incurred expenses and present costs. 3 7
Lena Park Fire Extinguisher experienced management problems.
The significance of its service to the community is question-
able when we examine its last reported sales level of $1,271.18.
The total of $2,625 expended on salaries and wages exceeded the
total brought in through sales for that month. During the five
months ending June 30, 1974, Lena Park had net sales of
$4,315.33, which represented total income. Yet, operating.ex-
penses came to $19,748. Lena Park is now considered by CVCF to
be dormant. 38
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Month
February
March
April
May
June
Total
1974
Net Sales
187.60
1,007.78
576.42
1,282.35
1,271 .18
4,315.33
Operating Expenses
3,062.89
4,931.18
3,896.84
3,978.41
3,878.84
19,478.16
The Roxbury Action Pharmacy is the
which has a relationship with CVCF.
veloped projects which never materi
The Roxbury Action Pharmacy is one
only exi
Three
al ized;
of CVCF'
sti
oth
one
s m
business ventures. Although the dollars it im
community are insignificant, it is supportive
economic development in that it is willing to
residents, 80% of the people employed reside i
is providing a real service to the area, which
why the sales have systematically increased si
Its relationship with CVCF has also improved.
existence, communication was poor. This probl
when the venture manager installed a food stam
informing CVCF; and also, when RAP refused to
idea of getting a new bookkeeper who would be
Roxbury Action Program, Inc. 3 9
ng venture
ers have de-
is dormant.
ore successful
ports into this
of community
train community
n the area. It
may explain
nce its opening.
Early in its
em was apparent
p stall without
agree with CVCF's
independent of
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Monthly Sal
Month
March 1975
February 1975
January 1975
December 1974
November 1974
October 1974
September 1974
August 1974
July 1974
June 1974
May 1974
April 1974
March 1974
February 1974
January 1974
December 1973
November 1973
October 1973
es & -
Sales
21,616
18,180
17,282
16,190
15,933
15,705
13,860
12,290
9,886
9,442
9,551
N/A
9, 382*
9, 382*
9,382*
9,400
6,900
3,900
Net Income4 4
Net Income
(1,431)
(4,059)
(3,730)
(2,552)
(6,154)
(2,894)
(3,085)
(4,654)
(6,393)
(4,904)
(4,809)
N/A
N/A
N/A
N/A
N/A
N/A
N/A
*There were no monthly figure, but the quarterly figure was
28,148 and an average for the three months were taken.
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The Roxbury Action Pharmacy is not only
efforts fo
marily of
organizati
and suppli
This v
macist to
51 months,
had termin
3 months).
and an ass
A law stat
managing P
created an
job at the
part time;
tion.41  H
In add
there have
supportive of CVCF' s
r community economic development, but also, and pri-
the Roxbury Action Program's efforts. This community
on owned 60% of RAP. It rents the space owned by RAP
es RAP's Housing Development with needed services. 40
enture has had difficulty finding a registered phar-
manage the store. For example, within the span of
six pharmacists were hired. The first pharmacist
ated his employment shortly after opening (within
Another pharmacist with five years' experience,
istant pharmacist fresh out of school, were hired.
ing that
harmacis
overlap
same ti
meanwhi
owever,
ition, s
been fi
point. The total
a Pharmacy could not be opened unless a
t is there presented another problem.
since there were two pharmacists on
me. Neither was willing to work over
le, their salaries were draining the
this problem has been partially solve
ince the pharmacy opened in October,
ve break-ins. Three of them were at
of the last three robberies was $858.
It
the
time or
opera-
d .42
1973,
gun
The
last two occurred within a twenty-day period.4 3
The business is heavily dependent on outsiders. The three
main suppliers are McKessons, Brichmicki and Mack Stevens.
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They are all located outside the SIA area, accounting for a
business of about $8,000 per month, which is 37% of the sales. 45
The store, however, is not generating an immediate cash
flow for CVCF, and is not linked to any other CVCF venture.
Although it is fairly visible, it is not located on a major
thoroughway within CVCF's special impact area. 46
Circle Power Demolition is a demolition company which is 51%
owned by the CVCF. It retains funds in the community for the
demolition of buildings, which normally would flow outside the
community. The following facts prove its service to the com-
mu n i ty:
1 ition,
the New
parties,
ployed 1
volume.
resident
Al th
tions ar
of the p
tracts.
aspects.
Two brothers operate and own 49% of Circle
which is the first and only Black demolitio
England area. Most of the contracts come f
primarily the city. Sixty percent (60%) o
ive within the area and receive over 23% of
Furthermore, the company is willing to tra
S.47
ough difficult to assess management skill,
e that management has the experience, the h
roduction process, and the ability to bring
However, there is little experience in the
That credit can be received is indicative
Power Demo-
n company in
rom outside
f those em-
the sales
in community
the indica-
ard skills
in the con-
financial
of the
industry,
has been
ceived fi
and a revolving credit account in the amount of $70,000
received from the Unity Bank. The company also has re-
nancing from the National Shawmut Bank, CVCF and SBA. 18
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The political aspect may be fair in that the or
a connection with RepresentativeBob Fortes.
acquire government contracts, and to acquire the
state for free. Most of the contracts came fr
ernment; the accounts receivables were sometimes
and the corporation had diffic
problems were training an empl
and organizational problems.
to leave and is taking action
personnel have focused attenti
tion.49
In the view of the autho
debt-to-networth ratio i
have more at stake in t
anything to contribute
ganization
It was able
land from
om the
excessive,
ulty collecting them. Other
oyee brokdone of the cranes,
One of the partners was compelled
against the company, and sales
on on restructuring the organiza-
r the venture is over-financed.
s 5:1, which indicates that inves-
his venture. The venture has not
to the economic base of this com-
munity; it is barely supportive of other businesses owned by
residents in the area. Its activities are not linked to any
of CVCF's other developments, and it has not provided CVCF
with any immediate cash flows. Its visibility is low. 50
Amaechi Manufacturing, Inc., is a curtain manufacturer. It
employs an average of about 12 people, all of whom resides in
the special impact area. It imports dollars to this community
through employment alone. The education of the entrepreneur, as
regards running business and producing curtains, is very limited
according to his production manager who has been with him for
five years. 51 The company has had several break-ins since its
had
to
the
gov
The
tors
done
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opening and three since CVCF's investment in it. The company
has experienced problems in training employees; poor quality
work results in a high seconds inventory. The company does
not strengthen the economic fiber of the Black community, since
it does not use any suppliers within the area. 52
O's Fast Food, Inc., is intended to meet community needs by
providing a neat and clean place for families to eat and workers
to sit comfortably while having a quick meal for a reasonable
price. The company employs and trains residents of this com-
munity. Although the former has not been accomplished, the
latter has. Excluding management and assistant management, O's
employs about 35 people, all of whom live within the impact
area and have been trained by O's.
The entrepreneur/co-owner lacks some of the critical traits
needed for good management; his ability to have access to credit
is decreasing rapidly, as suppliers are threatening to go on
cash before delivery. His political connections do not appear
to be good, as may be evidenced by his inability to receive a
gun permit. The opening on both occasions were not marked by
important political figures, and his first attempt to get a
zoning variance was a failure. His education and experience
in the fast food business and restaurant is quite extensive.
For example, he was a manager trainee at Friendly Ice Cream
for two and a half years, and a manager for two years. However,
his education and his experience for developing and operating a
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business in the Black community is quite limited. For exam-
ple, he chose to duplicate his store design and operations
to the Friendly Ice Cream system. 5 3
Since opening, the store has been plagued with many pro-
blems such as break-ins. For example, O's Fast Food was robbed
three times in the course of one month; total losses were around
$800.54
A sales level of $12,300 per month, which is $4,200 below
what was originally projected, indicates that O's provides
poor service too. Slow service and sterile atmosphere--naked
walls, bright lights, and "white music"--explain the low sales.
In any case, the initial projections based on capturing 30% of
the working population were probably overly optimistic. Forty-
five percent of sales usually go to the three main suppliers,
which indicates that O's is not supportive of the business
within the community and that the majority of funds generated
from the businesses leave the community. 55
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PART III
THE CONCLUSION
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CONCLUSION:
CVCF is attempting to employ a very specific economic
development strategy. It is very similar to the development
posture assumed in the Black capitalists approach and uti-
lized by the Black entrepreneurs within the Roxbury community.
As was discussed earlier, an increase in the amount of entre-
preneurs within an underdeveloped community can stimulate
economic development.
CVCF's efforts in business development has not been
impressive. Of the seven businesses that CVCF has invested,
three have failed. This represents 47% of the total amount
of CVCF 'business investments or 33% of the funds CVCF
has invested for which they received no financial return.
Additionally, two businesses are in critical condition. Their
failure would bring the total amount of CVCF failing businesses
up to 71%, totalling 56% of CVCF monies invested. In addition,
one of the businesses appears to be over-financed. CVCF had to
invest an additional $80,000 to its $112,000 investment to
keep the company going. Only one enterprise appears to be in
fair financial condition.
The individual contribution of the businesses in which
CVCF has invested to the overall economic development -of the
Boston Black community is almost, non-existant. The collect-
ive contribution is at best, dismal. They have not supported
other businesses within the area, they have not been able to
stimulate other positive economic activities. When we examine
their locations and their invisibility in the community, we find
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that only two are visible, O's and RAP. Only one of the two is
located on a main throughway. Additiona-lly, when looking at the
main suppliers for each venture, one finds that no venture has
used any common supplier with another venture. Even worse,
all of their suppliers are located outside of the Black community.
Moreover, none of the businesses are direclty linked to CVCF's
other businesses; and none return immediate cash flows to the
CVCF. The failure of the three ventures also represent a neg-
ative impact to the community. For example, although CVCF's
ventures have employed over 91 people (76 full-time) with
about 90% of those employed living within its special impact
area, the failure of Wilton Industries and the problems with
Amaechi Mfg., Inc. alone have caused about 40 full time work-
ers to be laid off. Thits represents 53% of all full time work-
ers for CVCF ventures (excluding Lena Park Fire Extinguisher
and Electro Plating which have also failed). Should O's Fast
Foods, Inc. fail, then the amount of lay-offs would increase
to 79%.
In examining relationships to community consumer needs,
the author notes that with the exception of the RAP pharmacy,
and possibly Circlepower Demolition, none of the bus'inesses
met any particularly dire consumer need of the community. More-
over, none resulted in the importation of dollars into the comm-
unity. It should be noted, however, two ventures, Amaechi
and Circlepower could potentially import dollars if administ-
rative and other problems could be overcome. The reader should
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see Figure Xl1 for further details.on the impact of CVCF vent-
ures have had on the economic development of the impact area.
Given the above, it becomes readily apparent that CVCF
is not employing a strategy which increases ownership control
of the factors of production and distribution (that can reduce
financial leakage from the community). Moreover, CVCF has not
met its goal of carrying out development activities that help
to stabilize the community and give residents a sense that
conditions in the area are, in fact, improving. As mentioned
few of its ventures are highly visible to residents. More-
over, the high failure rate (resulting in lay-offsetc.) re-
inforces a sense among residents that the community remains in
a state of decline.
Clearly, if CVCF had had much more control over its'
ventures, the problems experienced would have been reduced sig-
nificantly. The author sites the following examples:
(1) Wilton Industries was continously advised by CVCF to hire
a Production Manager in that the entrepreneur's experience in
the area was non-existent. This advice was ignored. Primarily,
it was because of poor production that the company is now dor-
mant; (2) Lena Park Fire Extinguisher was advised to change
their marketing strategy to a more aggressive one and to change
management. Again, CVCF was ignored, and that company is now
dormant. (3) In the case of 0's Fast Foods, Inc., the cash
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squeeze resulted from unauthorized construction of an office
in the store which cost an additional $18,000, poor control
over costs; and a declining low sales volume because of poor
service. The construction of the office space was done against
CVCF's advice. CVCF'advised management toconcentrate on market-
ing through advertising, this was ignored as well as other correct-
ive action recommendations. (4) In the case of Amaechi, problems
stemmed from uncontrollable costs. For example, managment sal-
aries, miscellaneous costs(such as travel and entertaimment
telephone) were completely out of line. If CVCF had control
over these factors, CVCF would have been guaranteed of payments.
Moreover, emphasis would have been placed on the production
sector in an attempt to meet demands for goods.
Summarily, CVCF's strategy of business development to
stimulate community economic development has failed. It has
not benefited Roxbury in any substantial manner. The principal
reason for failure is a structural one. Simply, the entre-
preneur.s which could be attracted to invest, given the area's
general condition, with CVCF were at best problematic in nature.
At worst, they lacked financial, marketing and overall management
capabilities.
ATiho-uigh CVCF has these capabilities and can work with
the ventures management to make the business successful,
the relationship allows for contradictary roles. The entre-
preneur usually sees the business as his business. Typically,
he feels that one of the unique advantages of an entrepreneur,
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is being in business for himself. Most of the business owners
that CVCF has invested in, resent control. They envision CVCF as
usurping their authroity when CVCF attempted to intervene. In
order for CVCF to make the business operate profitably, it would
have to increase the controls. The chances of the entrepreneur
going into business with CVCF becomes significantly less with
increased controls on the part of CVCF.
Upon examining the nature of the CVCF, the author found
staff to be young and inexperienced in the practical operation
of their perspective ventures. Yet, they posses a basic level
of business oriented sophistication. For example, when O's
communicated that it had already begun construction of the office,
a quick analysis by staff projected the shop would experience
a cash shortage and would be in need of working capital.
The investment decisions of.the Circle Venture Capital
Fund, were basically sound, and went through at least three and
sometimes four general screening processes. For example, a given
business proposal usually comes through a technical assistance
agency that had helped the entrepreneur in packaging his proposal.
Frequently, the Small Business Development Center (which has
a highly qualified staff of marketing and financial specialists)
is used. At that point, CVCF carefully evaluated the proposals.
Upon positive recommendation, then the package goes to the CVCF
Board of Directors. The Board is comprised of people who knows
the ins and outs of business in the community. If approved by
the Board, then the proposal is forwarded to CSA for their review.
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A negative response
that CVCF would not
from any of the reviewing parties would mean
invest in that particular business.
In the author's viewpoint, CVCF has the expertise to de-
velop its own business proposals and operate businesses profit-
ably. However, even if CVCF were abl-e to do this, the essential
question remains whether it could develop businesses with back-
ward linkages which supported other businesses owned by comm-
unity residents and whether CVCF could stimulate the generation
of greater investment funds within the community.
One of the areas which CVCF has avoided,
businesses which are dependent on the income of
is
the community.
For example,
only three a
sumers. All
adequate lev
ually have t
the local re
some of the
and provide
it is not cl
the communit
of the seven businesses in which CVCF has invested,
re dependent on the income from the community.con-
three have had serious problems in keeping sales at
els. It appears to the author, that CVCF would event-
o invest more in businesses which sell direclty to
sidents. Through doing so, CVCF can then arrest
blight that commercial stores are contributing to;
goods and services to the community. At this stage,
ear, if CVCF would be successful. The fact is that
y is poor; and as such, does not provide the adequate
base for successful activities in this general area.
It is also not clear as to whether CVCF could create
businesses which are linked to other businesses within the comm-
unity without having a trade off backward linkages for profit-
ability. In general, the business within the Black community
is small. It may be much more profitable (from a financial
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viewpoint) for CVCF to deal with those larger businesses which
are located outside, whose size contributes to economices of scale
advantages.
CVCF is now in the process of changing its basic strategy
to land development. It is concentrating in what is considered
the heart of Roxbury (defined by Circle, Inc.'s Planners as the
primary impact area). For example, eight of the eleven possible
land development projects CVCF currently has under study, are located
in or either near the primary impact area . (for further details,
see Figure XIII).
The author considers CVCF's new approach to be a more
viable strategy for economic development for a number of reasons.
First, the provision of additional space, primarily for the use
of housing, office space and industrial space will improve the
physical aspects of the impact area, thereby, increasing potent-
ials required for business development. Secondly, land develop-
ment projects more direclty impact the physical characteristics
of the area. They will also create more of a psychological
impact on the residents. This will further generate a more
favourable climate, attracting new businesses into the area.
In addition, it will more direclty support local businesses.
For example, local minority owned construction companies and
the architectural firms (already in place) can be utilized.
(stimulating their growth potentials).
Also, CVCF will outrightly own the land and as such,
will have greater control over its use and development. More-
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over, land development ventures have greater possibilities of
generating immediate cash flows for the Circle Venture Capital
Fund. Finally, land development is in the 'direction of real need
for the community to own and control land. It would put the
development of the community back into the hands of the residents.
Residents would then have more say in what businesses come in and out
of their community.
In the case of the Circle Venture Capital Fund Office
Building, CVCF provided space for over 50 people, which created
a market for 0's Fast Foods, Inc., it impacted its immediate
environment by replacing a vacant lot with a new development,
it used the local architectural firm of Stull Associates and
the construction firm of Cruz, it acquired its second mort-
gage financing from Unity Bank and used as it attorneys, the
law firm of Owens and Dilday. All of these ventures are minority
owned. Also, as stated earlier, this office building provided
CVCF with immediate cash flow.
The author believes that CVCF should concentrate its eff-
orts on the development of these projects and in monitoring
their existing projects. Also, in being consistent with a strat-
egy of backward linkages, CVCF should first concentrate in gett-
ing Savin Realty, the housing project, the proposed Cluster
Housing and Warren Gardens developed.
A potential and critical problem is that the staff is
substantially inexperienced in land development, especially
housing development. It will be essential for CVCF to bring
on a consultant Housing Development Specialist to consult with
them on their development efforts.
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Although the political connections of CVCF is growing,
its. major connections are indirect; and it needs to establish
stronger links with the political-process. This will increase
expediency in dealings with the city and state agencies in a-
chieving its objectives.
Summarily, the case study of CVCF leads the author to the
conclusion that a strategy mix of business and land develpoment,
emphasizing business development; and utilizing the enter-
preneur as an agent of development is not an effective and viable
strategy for Black communi
which CVCF has experienced
ment indicates that its de
field is a good one. The
of an unbalanced strategy
objectives. Although the
complex and require a grea
term returns of this parti
the establishment of a sol
opment of the impact area.
development will rest (as,
residents.
ty economic development. The area in
the greatest successes, land develop-
cision to move more heavily- into the
rewards gained from the implementation
are more in line.with CVCF's principle
dynamics of land development are more
t deal more time and money, the long-
cular approach can and will result in
id foundation for comprehensive devel-
Most importantly, the reins of the
they should) in the hands of community
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TABLE I
OWNERSHIP PATTERNS OF REAL PROPERTY.
in the
DUDLEY SQUARE AREA
Total Real Property
Outside Interests
Weinstein, Saul Trusts
Green, Milton Trust
Chase, Theodore Trust
Satlzberg, Harry M. Trust
Shaffer, Abraham Trust
Levin, Henry Trust
Leberman, Shirley
Rosengard, Helen
Scheurman, Gerrit
Golden, Harold
Goldstein, Juli-us & Louise
Cohen, Joseph
Rothenbert Suzanne et Al
Horwitz, Harrold L et Al
Brecher, Murray
First National Bank
Eliot Savins Bank
National Shawmut Bank
Boston 54 Savings Bank/State
No Indication
Newton
Dover
Brockton
Brockton
Brockton
Commonwealth
Brockton
No Indication
Brockton
Boston
No Indication
Brockton
Brighton
Brockton
Bri dge
Street Bank
TOTAL
Total Public Agencies
,Total Privately Held
$265,000
190,000
182,000
148,000
102,000
88,200
88,200
65,000
60,000
45,000
32,000
27,000
27,000
25,000
21,000
129,000
95,900
91 .500
20,556
1,703,456
2,289,700
3,517,926
Total real property with indications
ownership
of outside
3,993,156 62%
Address Amount-
27%
36%
55%
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TABLE IT
OWNERSHIP PATTERN OF REAL PROPERTY
in the
DUDLEY SQUARE AREA
No Indication of Residency
Dudley Realty Trust
Li-llie G. Rees Trust
Perry, Helen M. Trust
Berwick Realty Corp.
Blue Hill Avenue Association
American Realty Syndicate
Herson, David N. Trusts
Tab, AJS
Rink Realty, Inc.
Morris Maria Trust
Popper, Helen G.
Cavalini, Anthony
Barrett, Thomas
Baron, Etia F.
Kent, Herbert
Calianos, Theodore
Webster Atlas Building
Walcott Corp.
High Voltage Engineering Corp.
American Oild Co.
Circle Supply Co.
Total $1,523,400
Inside Interests
Swett, Hervert C.
Cunningham John et Al
Residence
Roxbury
Roxbury
50,000
25,000
$ 75,000
208,500
165,000
140,000
90,000
84 ,' 000
53,300
40,000
29,500
25,400
22,000
55,000
43,300
41,000
37,000
34,000
25,000
209,000
88,200
50,000
32,000
20,300
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OWNERSHIP
TABLE III
AND RESIDENTIAL PATTERNS*
OWNERHSIP STATUS
All yr. round
occupied housing
Owner occupied
housing
Cooperatives/Condominiums
Renter Occupied
Percentage Renter occupied
Units occupied lacking some
oral plumbing facilities
Owner Occupied
Renter Occupied
Per cent Renter Occupied
AREA (803,817-821
8,107'
1,493
105
6,611
82%
211
17
194
92%
*Census Tracts, Boston, MA - SMSA H-1 Occupancy, Utilization
and Financial Characteristics of Housing Units:1970
BOSTON
217,622
59,230
710
153,017
70%
12,866
1,420
11 ,446
89%
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TABLE IV *
THE STATUS OF HOUSING
PRIMARY IMPACT
AREA (803,817-821)
All year round housing units
Year Structure Was Built
1969 to March 1970
1965 to 1968
.1960 to 1964
1939 or earlier
Percentage 1939 or earlier
Percentage 1965 to March 1970
Tenure & vacancy rate of Housing
Vacant year round
Percentage vacant
8,824
194
'525
245
6,142
69%
8%
697
8%
BOSTON
AREA
232,406
1 ,990
11,349
7,800
179,391
77%
6%
14,791
6%
*Census Tracts, Boston, MA SMSA
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TABLE V*
BUS-INESS OWNERSHIP BY RACE 85
WHITE OWNED:
BUSINESS ESTIMATED SALES
Blair's $2,000,000
B & D Wallpaper 1,600,000
L & S Department Store 1,500,000
Bello L & Son 500,000
Dudley Liquor Store 500,000
Clinton Provision, Inc. 450,000
Tropical Foods, Inc. 440,000
Palco Corp. 350,000
Ferdinand, Frank 436,000
Venus Cosmetics 300,000
Norwood Shoe 108,000
Kornfield Drugs 92,900
Callahan's Men Shop 79,500
Samuel, Inc. 78,800
Terminal Hardware 68,700
National Radio & T.V. 51 ,000
TOTAL $8,554.900
Brad Yoneoka: Commercial Development At A New Dudley Square
MBTA Transit Station In Roxbury
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TABLE V* (cont)
BLACK OWNED:
ESTIMATED SALES
A Nubian Notion
Calyp-Soul Foods
Calvey Jewelers
Elite's Restaurant
Limbo
$108,000
150,000
70,000
Not listed
50,000
$378,000
Our Fish Market
TOTAL
ORIENTAL OWNED:
ESTIMATED SALESBUSINESS
Cho Buck $80,000
Peking House
TOTAL
SPANISH OWNED:
50,000
$130,000
BUSINESS ESTIMATED SALES
Joe's Steak & Sub Shop
Tropical Foods
TOTAL
TOTAL NON-WHITE
$150,000
440,000
$590,000
$1,448,000
Brad Yoneoka: Commercial Development At A New Dudley Square
MBTA Transit Station In Roxbury
BUSINESS
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TABLE VI*
INCOME CHARACTERISTICS OF FAMILIES
Income in 1969
and Unrelated
of Families
Individuals
All Families
Less than 3,000
Percent
3000-5999
Percent
6000-8999
Percent
9000-11999
Percent
12000-14999
Percent
15000-24999
Percent
25000 & Over
Percent
Median Income
With Wages & Salary
Percent
Primary Impact
803, 817-821
Area
5,843
1 ,021
17%
1 ,507
26%
1,284
22%
~ 1,013
17%
534
9%
448-
8%
36
.6%
Income
7,542
4,732
81%
With Public Assistance/Welfarel,664
Percent 28%
With Social Security
Percent
Income Below Poverty:
Income 872
15%
Families
1 ,197
20%
16,624
11 .7%FamiliesPercent of All
Boston
142,019
14,862
10%
24,774
17%
30,020
21%
27,856
20%
18,743
13%
20,986
15%
4,778
3%
10,272
122,242
86%
19,578
14%
32,635
23%
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